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RESOLUTION ADOPTED BY THE GENERAL AS- 
SEMBLY, JAN. 29, 1879. i 


Resolved, By the Senate (the House of Represenatives con- 
curring,) That the State Printers be instructed to print five 
hundred copies of the report of the Commissioners for the 
compromise and settlement of the State debt, made to the 
General Assembly of 1876, with all the settlements made by 
said commissioners, for the use of the Governor, Members of 
the General Assembly, Secretary of State, Auditor and Treas- 
urer. 
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MESSAGE. 


EXECUTIVE DEPARTMENT, ` 
Montgomery, Jan. 24th, 1876. 


Gentlemen of the Senate and of the House 
of Represenatives of the State of Aitamen 

I transmit herewith the report of the Commissioners ap- 
. pointed under an act approved 17th December, 1874, entitled 
an act “for the appointment of commissioners to liquidate | 
and adjust all claims against the State of Alabama arising 
from bonds issued or endorsed in the name of the State.” 

To the report is appended a proposition for the settlement 
of bonds ofthe State, issued under certain acts therein re- 
ferred to, which proposition having been accepted in writing 
by the representatives of the holders of a large number of 
these bonds, has become a contract subject to the approval 
_of the General Assembly. 

There is also appended, subject to like approval, a contract 
with the holders of the endorsed bonds of the Alabama and 
Chattanooga railroad company, for the liquidation and settle- 
ment of the demands against the State growing out of that 
class of endorsed bonds. 

The report of the commissioners presents fully and fairly 
the financial condition of the State, and contains recommend- 
ations to which your attention and consideration are ee 
fully invited. 

I also submit a contract made by myself as Pente of 
the State, under authority conferred upon me by an act en- 
titled “an act to protect the State in the matter of the fran- 
chises and property of the Alabama and Chattanooga railroad 
company, and of the lands donated to the State for and on ac- 
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count of the railroad of that company by acts of congress, 
and to authorize the present governor to sell and dispose of 
the same or any part thereof,” approved March 20th, 1875, 
with the holders of the straight gold bonds the State issued 
and loaned to the Alabama and Chattanooga railroad com- 
pany, under the act of the General Assembly, approved Feb- 
ruary 11th, 1870, entitled “an act to loan the credit of the 
State of Alabama tò the Alabama and Chattanooga railroad 
company for the purpose of expediting the construction of 
the railroad of said company within the State of Alabama.” 

Under the provisions of the statute referred to, 1 could 
have concluded the contract without referring it to the Gen- 
eral Assembly, but it isa matter of great importance to the 
State, and I deem it proper to submitit to the representatives 
of the people before it is consummated, leaving them to pro- 
nounce upon my action. ` 

Pendnig the final agreement for the sale of the lands and 
other property mortgaged to the State by the Alabama and 
Chattaneoga railroad company, I invited my associate com- 
missioners to consult with me and present their views, which 
they freely communicated during the progress of the negotia- 


tions, and fully approve the terms of the contract I now sub- 
mit. 


| 


Having united in the report of the commissioners itis need- 
less for me to say that I believe the adoption of the scheme 
of adjustment and settlement which they recommend will re- 
lieve the State ofan incubus which must be removed before 
we can have permanent prosperity. 

I trust the solution of the difficult financial problem is at 
hand, and that the present favorable opportunity of obtain- 
ing relief for our heavily oppressed constituencies may not be 
allowed to pass unimproved. 

Very respectfully, 
GEORGE S. HOUSTON. 


\\ 


REPORT. 


OFFICE oF COMMISSIONERS, 
MONTGOMERY, ALA., J an. - 24, 1876. 


To the Governor of Alabama: 

The commissioners appointed under an act approved 17th 
December, 1874, to ascertain, adjust and liquidate “all claims 
against the State of Alabama, arising from bonds issued or 
endorsed in the name of the State,” have been assiduously en- 
gaged for the past year in the discharge of the duties assign- 
ed them, and, now, respectfully submit their report : 

Our first duty, after taking the oath of office prescribed by 
law, was to ascertain the extent and character of the indebt- 
edness of the State. In the discharge of this duty we were 
confronted with difficulties at every step. 

The archives of the State were presumed to contain accu- 
rate and reliable evidence of the outstanding obligations of the 
State of every class, and under the presumption that all bonds 
are properly registered in the offices of the auditor and treas- 
urer, the tabular statements of each class of indebtedness an- 
nually published by those officers are usually accepted as pre- 
senting the financial condition of the State. But our investi- 
gations soon developed the fact that the records are incom- 
plete as to the endorsed bonds, and not entirely accurate as 
to the bonds extended and bonds issued and sold by the 
State. 

In none of the tabular statements of the bonded debt, from 
1872 to this date, do we find any five per cent. bonds past 
due—yet, we have ascertained that five per cent. bonds to the 
amount of $21,000, due in 1872; are now held in the city of 
Philadelphia. 
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There are bonds in the office of the treasurer, signed and 
countersigned as required by law, which will mature in 1883, 
1886, 1890 and 1892. These bonds, we presume, were pre- 
pared for the purpose of extending part of the ante bellum 


_ bonds, but if so, they have not been called for by the holders | 
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of the old bonds, or they were issued in excess of the amount 
required for extension. We have ascertained that some of 
those bonds in the’office of the treasurer are embraced in the 
debt statement’ published by the auditor, dating back to 1872, 
and have been embraced in ali subsequent reports of that 
officer. 

Thinking it probable that there might be in the Union 
Bank of London bonds or cash, or both, belonging to the 
State, we caused a communication to be addressed to the 
manager of that bank, for the purpose of eliciting information. 
He responded in July last, and reported that the bank held 
on account of the State of Alabama twenty-five new six per 
cent. bonds for £225 each, and twenty-seven old bondsdue in 
1866—seven for £112 10s. each, and twenty for £22 10s. 
each—and that there was to the credit of the State £3,156 
15s. 8d., equivalent to $17,362.30. 

It is known that Gov. Smith omitted to have the bonds en- 
dorsed by him for railroad companies properly registered. 


After the induction of Gov. Lindsay into office, he attempted 


by correspondence with the various railroad companies to 
supply the omission of his predecessor ; but if our informa- 
tion be correct, Gov. Lindsay also endorsed bonds of which 
we find no record. In the report of the auditor the amount 


of bonds endorsed for the Selma, Marion and Memphis Rail- 


road Company is stated to be $720,000. The late president 
of the company informs us that $765,000 of the bonds of that 
company were endorsed by the State. It appears, therefore, 
from this statement that at least $45,000 of the last endorse- 
ments were not registered. 

Under these circumstances we could not rely upon the 
archives of the State for full and accurate information, either 
as to straight or endorsed bonds; and having no authority to 
compel the presence of witnesses or the production of papers, 
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we obtained all the information we could by correspondence 
and otherwise from parties who- were willing to furnish it 
without compulsion. We finally addressed-a communication 
to the creditors of the State, which was published in Alabama, 
New York and London. We regret to say that our reasona- 
ble request has not, up to this time, elicited a response from 
a large number of the bondholders. 

Being, as already stated, dependent for information upon 
imperfect records, and the statement of railroad officials and 
others who were willing to make disclosures, and upon the re- 
ports made to us by bondholders in compliance with our re- 
quest, we are, for the purposes of this report, forced to ac- 
cept, in part, the statements of the auditor and treasurer as 
to the volume of the straight bonded debt, and of the endorsed 
bonds for railroad companies, and, therefore our ciassification 
of the public debt, direct and contingent, will only be approx- 
imately, but we believe substantially, correct. 

We have not ascertained that there is any error in the 
amount of eight per cent. bonds issued and sold during the 
administrations of Gov. Patton and Gov. Smith, as reported 
by the auditor. 

During the administration of Gov. Lindsay an act approved 
15th December, 1871, authorized the issue and sale of 
$1,000,000 of eight per cent. bonds, and his successor, Gov. 
Lewis, was authorized by an act approved 25th February, 
1873, to issue and sell $1,500,000 of bonds bearing the same 
rate of interest. In the report of the auditor for the fiscal 
year ending 30th September, 1873, the amount outstanding 
of the first issue (known as the issue of 1872) is stated to be 
$745,000, and of the last issue (1873) $355,000. Inthereport | 
of the same officer for the fiscal year ending 30th September, 
1874, the issue of 1872 is reduced to $650,000, and the#issue 
of 1873 is reported to be $185,000—showing that of the two 
issues $265,000 had been retired in some way; but other evi- 
dence impeaches the accuracy of those tabular statements. 

The auditor says, on page four of his report for the fiscal 
year ending 30th September, 1874, that “ the bonded debt has 
been decreased by the-retiring of $260,000 formerly hypothe- 
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cated with and sold to Duncan, Sherman & Co.” Unless 
bonds were purchased of other parties there is a discrepancy 
of $5,000. But in regard to the amount of bonds purchased 
of Duncan, Sherman & Co., the statement of the auditor, 
and a letter received by us from Duncan, Sherman & Co., do 
not agree. The latter say, in a letter dated 23d March last, 
“on the 18th May, 1873, we purchased of the State of Alabama 
$260,000 of the bonds of the State at eighty-five cents. We 
afterwards, on 7th September, 1874, sold $246,000 of these 
bonds at sixty cents, viz: $147,600, taking pay therefor, cash 
$10,000 and $187,600 in funding bills at eighty-five cents on 
the dollar—$161,920.” We are unable to reconcile this dis- 
erepancy of $14,000 between the $246,000 and $260,000 as 
stated. 

We now respectfully refer to documentary evidence that 
there has been an over issue of $35,000 by either Gov. Lind- 
say or Gov. Lewis. The two issues are so connected in the 
transactions of Gov. Lewis (he having used part of one and 
all of the other) as to render it necessary, to some extent, to 
treat them as blended issues. 

Tn the report of the auditor for the fiscal year ending 30th 
September, 1874, the amount outstanding oj’ the two issues is 
stated to be $835,000. In the message of Gov. Lewis, dated 
` November, 1874, he says: “The State has now bonds of the 
issues of 1872 and 1873 to the amount of one million seven 
hundred thousand dollars, in the hands of the following de- 
positories’—naming them. Tf of the two issues $835,000 
had been sold, and the State had $1,700,000 on deposit, as 
stated by Gov. Lewis, the two amounts aggregate $35,000 
more than was authorized by law. _ Gov. Lindsay, as already 
stated, was authorized to issue only $1,000,000, and the issue 
of Gov. Lewis was limited to $1,500,000. We have ascer- 
tained that the statement of Gov. Lewis in his message is 
correct, and if there be no error in the amount reported by 
the auditor as having been sold, there seems to be no way to 
_ account for the discrepancy, except upon the hypothesis of an 
over issue. . 

It may be that some of’ the discrepancies and irregularities 
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which we have felt constrained to expose, are attributable to 
the multitudinous fiscal agents employed by the State, espe- 
cially from November, 1870, to November, 1874. In addition 
to the resident agents in the cities of Montgomery and New 
York, there were itinerant agents. Gov. Lindsay and Gov. 
Lewis also made important negotiations, involving many 
hundred thousand dollars, and yet nọ formal report of their 
transactions can be found by us in any of the State depart- 
ments. It is the duty of every fiscal agent of the State, high 
or low, to make to some department of the State a full report 
of his official transactions. l 

Mr. E. R. Mitchell acted for a time as agent of the State, 
under the appointment of Governor Lewis. We are informed 
that he holds two warrants on thé treasury, amounting to 
$84,923, drawn in January, 1873, to pay interest on the bonded 
debt. These two warrants ought long since to have been re- 
turned to the State and canceled. 

The absence of reports, neglect to have accounts properly 
audited, and the blended transactions of fiscal agents and 
others acting as such, render itimpossible to trace the money 
received and paid out by each, and their liability is conse- 
quently left in obscurity. 

Of the 1,700,000 of eight per cent. bonds referred to by . 
Governor Lewis in his message, Josiah Morris & Co. hold 
$650,000, which belong to the State. Part of them were 
purchased of Duncan, Sherman & Co., at sixty cents on the 
dollar, and were paid for in State obligations at eighty-five 
cents on the dollar. We have ascertained that $16: ,900 of 
the State obligations were used in this transaction. Governor 
Lewis also used $228,000 of State obligations in redeeming 
$390,000 of eight per cent bonds held by Duncan, Sherman 
& Co.; as collateral security, and the whole amount of obli- | 
gations has been put in circulatien. To this unauthorized 
use of State obligations is attributable the present redundant 
depreciated State currency. 

INDEBTEDNESS OF THE STATE. 
The direct and contingent indebtedness of the State is 


$30,000,000. The recognized direct debt, exclusive. of bonds 
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issued or loaned to railroad companies; consists of bonds 
bearing five, six and eight per cent. interest; bonds issued for 
temporary leans; bonds hypothecated with and sold by the . 
New York Guaranty and Indemnity Company, on account of 
a temporary loan; bonds hypothecated with and sold by 
assignees appointed by the United States District Court, in 
bankrupt cases ; State obligations, bearing eight per cent. in- 
terest; State certificates, known as “ Patton money;’ Trust 
funds, and some small claims against the State. 

The reeognized direct debt arising from aid given to rail- 
road corporations, consists. of bonds bearing seven per cent. 
interest, payable in coin. These bonds were issued and used 
in substitution, under what is known as the $4,000 per mile 


© act. 


The contingent direct debt is composed of, bonds hypothe- 
cated; a claim of the South & North Railroad Company for 
part of the three per cent. fund; an alleged balance due the 
public school fund, and a claim of W. A. C. Jones. 

The contingent liability of the State on account of aid to 
railroad companies, embraces bonds endorsed for and bonds 
loaned to railroad corporations. | 

We will present these various classes of indebtedness, di- 
rect and contingent, in the order named, and for the purpose 
of reference will denominate them classes one, two, three and 
four. 


CLASS ONE. 
Five per cent. bonds due in New York in 1866... . $2,414,800 
ce Me “ « « New York in 1892.... 168,000 
Se ER ONE s «s « London in 1866...... 712,800 
ae St i “ « 1872 and not extended 21,000 
Six per cent bonds due in London in 1866. ...... 82,500 
‘Six per cent bonds due in London in 1850.. ae 688,000 


Hight pr. ct. (Patton issue) bonds due in N. York 1886 877,700 
Hight pr. ct. (Smith issue) bonds duein N. York 1886 500,000 
Hight pr. ct. (Lindsay is.) bonds due in N. York 1892 650,000 
Hight pr. cte (Lewis issue) bonds due in N. York 1893 185,000 
Hight pr. ct. short bonds sold by Gov. Lindsayin1871 180,000 
Heght per cent. bonds hypothecated with and sold by 

New York Guaranty and Indemnity Company... 28,000 
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13 
Eight per cent. bonds hypothecated with and sold 


by assignees in bankruptcy..:............... 143,000 
Eight per centum State obligations.............. 1,000,000 
State certificates, or Patton money; about........ 40,000 


Balance due N. Y. Guaranty & Indemnity Co. Jan. 1, © 
1875, (secured by $102,000 of 8 pr. et. bonds held 


as collateral,) about ... 0... 0... cee eee eee 67,000 
Balance due Duncan, Sherman & Co., as reported 
in their schedule of assets, about.............. 33,000 


Balance claimed by the assignees in bankrupicy, 
($129,000 of 8 per cent. bonds held as collateral,) ` 


ADOUE. 0 ec cc eee ce cen acsee eee eens 66,000 
Trust funds.... 0... 0... ccc cw ee cee eee eee 2,810,670 
Unpaid interest on items in this elass, about...... 1,050,000 

Total... a...n see eee eee eee <, . $11,677,470 


To adjust and settle the five, six and eight per cent. bonds 
issued and sold directly by the State, including bonds used in 
renewal or extension of those issued before the war (except 
the-$21,000 of five per cent. bonds due in 1872, and $253,500 
of eight per cent. bonds belonging to the Agricultural,& Me- 
chanical College,) we have submitted to the holders thereof a 
proposition, a copy of which we append, marked “Exhibit A.” 
. Tt is to cancel the past due interest and such as will accrue 
up to 1st July, 1876, and to substitute anew bond for the 
face of those outstanding—the new bond to have thirty years 
to run and bear interest at the rate of two per cent. per an- 
num for five years from Ist July, 1876; three per cent. from 
ist July, 1881, to 1st July, 1886; four per cent. for the next 
ten years, and five percent. for the remaining ten years— 
principal and interest payable in the city of New York in law- 
ful money of the United States, and the bonds to be renew- 
able at the pleasure of the State,_at five per cent. per annum. 

This proposition has been accepted by the holders of bonds 
amounting to about $3,000,000, and will no doubt be accepted 
by all who legitimately hold five, six and eight per cent. bonds. 
We recommend that all other bonds included in class one 
(except those held by the Agricultural & Mechanical College), 
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and also the balance due the N. York Guaranty & Indemnity 
Company, Duncan, Sherman & Co., and the assignees in 
bankruptcy, be'settled in like manner—that is, by the use of 
the new consolidated bond described in Exhibit “A.” 

The settlement will save to the State fully $1,250,000, being 
the amount of interest to be canceled from the date of default 
in 1873 to Ist July, 1876. The reduction of the rate of inter- 
est from five, six and eight per centum on the old bonds, to 
two, three, four and five per centum on the new bonds, is a ` 
feature of the compromise which will commend the settlement 
to the tax payers of Alabama. It will save annually a very 
large amount, so long as the bonded debt may remain unpaid, 
and will remove all apprehension of oppressive taxation. 

CLASS TWO. 

Under an act approved 21st April, 1873, the State has is- 
sued direct bonds, bearing seven per centum interest payable’ 
in coin, to the South & North, Grand Trunk,-and Savannah 
and Memphis Railroad Companies, amounting to $1,156,000, 
to-wit: To South & North, $732,000; Grand Trunk, $220,000; 
and to the Savannah & Memphis, $204,000. These three 
companies have surrendered $5,103,000 of endorsed bonds, 
and there are now outstanding only $391,000 of the bonds 
* endorsed for the South & North Railroad Company, and 
$142,000 of the Savannah & Memphis endorsed bonds. The 
Grand Trunk has none outstanding. | 

Under the provisions of the act, this part of the direct debt 
will be increased $36,090 when the Savannah & Memphis 
Company return the remainder of its endorsed bonds. The 
whole issue of seven per cent. bonds will then be $1,192,000, 
and under existing laws cannot be extended beyond that 
amount. i% i 

Of the $732,000 issued to the South & North Railroad 
Company, $391,000 remain in the possession of the State as 
indemnity against a similar amount of outstanding bonds en- 
dorsed for that company. o 

No interest has been paid by the State upon this issue of . 
bonds, nor has anything been paid to the State by either of 
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the companies from their gross income, as provided by law. 

We do not recommend that the State disown the com- 
promise made under the act known as the $4,000 per mile act. 
All compromises and adjustments made by parties who are 
competent to contract should be observed in good faith by 
each party thereto, and should be carried out according to 
the letter and spirit of the agreement, if the contracting par- 
ties have the ability to comply with the terms.of the settle- 
ment. Butin this case we think both-the State and the 
corporation made a mistake. The State agreed to pay a 
high rate of interest in coin for thirty years, and now finds 
that itis unable to redeem its pledge. The corporations 
agreed to pay to the State three-fourths of one per cent. of 
their gross income for five years; and five per cent. annually 
thereafter, with power on the part of the State to increase it 
until a fund is created equal to the amount of the bonds; and 
to secure the State the corporations have, to a certain extent, _ 
placed their i income under mortgage, which affects their credit 
and is otherwise embarrassing. 

In view of the inconvenience and embarrassment incident- 
to this contract, both to the State and to the three corpora- 
tions, we think a new adjustment, by consent, is desirable. 
We therefore recommend that authority be given to substi- 
tute a new bond on the basis of fifty cents on the dollar of the 
principle of those outstanding—the new bond to have thirty 
years to run, at five per cent. per annum, and renewable at 
the pleasure of the State, both principal and interest to be 
made payable in New York in lawful money of the United 
States. The past due interest on the seven per cent. bonds, 
and the past due taxes unpaid by the railroad companies, may 
be made a set-off. 

The new adjustment proposed would sever all connection 
between those corporations and the State, growing out of en- 
dorsements, and would, we are confident, -result beneficially 
to all parties concerned. 

It would relieve the lien upon the income of the railroad 
companies and improve their credit, and thereby benefit 
those who hold their obligations. The State would reduce 
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the volume of its indebtedness $596, 000, and would save an~- 
nually in the payment of interest about $54,200. - The interest 
on $1,192,000 is $83,440. Add the present price of gold, and 
the interest in the United States currency will be $94,000. If 
$596,000 be substituted, as we propose, for $1,192,000, the 
annual interest at five per cent. will only be $29,800, ROME: 
as above stated, an annual saving of $64, 200. 
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CLASS THREE. 
i. Amount of claims of the South & North Rail- 
road Company, alleged to be fully............ $600,000 
2. Alleged balance due the School Fund ........ 508,404. 
3. Claim of W. A. C. Jones, reported to be...... 150,000 


4, Notes executed by Gov. Lewis to H. Clews & Co. 299,660 
5. Bonds hypothecated- by Gov. Lewis with Henry 


Cows S COtids 5.8.58 SERRE sweeten Shenae 650,000 

. & Interest on same ... 0... ee ccc ee eee eee 130,000 
7. Balance claimed by H. Clews & Co., as per ac- 

count current of 2ist July, 1874.............. 235,029 

Ota EPE AEEA IE E w dose T, $2,573,093 


Tt is not our province to make any suggestion in regard to 
the claim of the South & North Railroad Company or the 
amount alleged to be due the school fund. They are not 
connected in any way with the bonded debt of the State, and do 
not come within the scope of our investigation and adjustment. 
We only refer to them for the purpose of presenting, as nearly 
as possible, the entire indebtedness of the State, if all the 
claims preferred against her should be allowed. 

The claim of W. A. C. Jones has been referred to us by 
joint resolution, approved 19th of March, 1875. Until re- 
cently we have had no opportunity of investigating the merits 
of the claim, as Mr. Jones had not appeared before us in per- 
son or by counsel. Since his application to be heard in sup- 


port of his demand against the State, other duties have pre- 


cluded an investigation of his claim. As soon as the evidence ° 


s taken, we will report it to the General Assembly. 
The financial transactions with -H. Clews & Co. are anom- 
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alous. Money was borrowed of that firm from time to time 
by Gov. Lewis, commencing about the ist of January, 1873, 
amounting to between three and four hundred thousand dol- 
lars. The amount appears to have been reduced by payments 
to $299,660.20 on the 10th day of July, 1873, as shown by an 
account current rendered on that day. Ten days prior to that 
date, Gov. Lewis executed to Clews & Co., twelve notes 
signed by him as Governor, each for $25,000, except one for 
$24,660.20. They are all dated Ist of July, 1878, and are 
payable six months after date without interest. 

The aggregate amount of the notes and the amount of 
account as rendered ten days after the notes are dated, 
- are identical, but we cannot understand why notes should 
have been executed on the lst day of July, payable six 
months after date without interest, to close an account ren- 
dered on the 10th day of the same month and year. In the 
account rendered ten days after the notes were executed no 
credit is given for the notes. The notes are notin the form 
_ of commercial paper. 

As collateral security, Gov. Lewis deposited with H. Clews 
& Co. $650,000 of the eight per cent. bonds of the State, 
‘which Clews & Co. disposed of, and they sre now outstanding 
against the State. 

On the 21st of July, 1874, a supplemental account current 
was rendered by H. Clews & Co., in which the State is cred- 
ited with the proceeds of an assumed sale of the $650,000 of 
eight per cent, bonds at twenty and twenty-one cents on the 
dollar, but no notice is taken of the twelve notes. In the 
latter account the balance brought down against the State is 
$235,029.48. in this latter account the balance of $299,660.20, 
shown by the account rendered 10th of July, 1873, to be due 
at that date, is brought forward, notwithstanding notes had 
been given to Clews & Co. for that amount. 

This fictitious sale of the bonds was made by Clews & Co.. 
after they had hypothecated them with sundry capitalists who 
had advanced money on them, and we are informed by the 
parties who held the bonds last: summer that they had no 
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knowledge of, or participation in, the pretended sale at twenty 
and twenty-one cents on the dollar. 

Growing out of this remarkable transaction between Gov. 
Lewis and H. Clews & Co., three distinet classes of claims are 
now presented against the State : 


1. Twelve notes executed by Gov. Lewis, dated 


ISbOWY; LO o EET EE E ease ‘$299,660 20 
2. Bonds bearing eight per cent. interest from 
[eh Uly, 10d E TE ..-. 650,000 00 
3. Alleged balance due H. Clews & Co. on 2ist 
OU oT E E E Ges E E ve - 235,039 43 
= Makine oes oc vada oe inua $1,184,689 63 


besides interest, to cover an inde htedyesi which was only 
$299,660.20 on the 10th of Fuly, 1873, and an alleged advance 
of $10,041.25 made on the 234 J uly, 1873. 

The notes are held by the Fourth National Bank of New 
York, but they were not purchased or discounted by the 
bank. “We have satisfactory evidence that they were turned 
over to the bank on or after the day when the failure of Clews 
& Co. was announced, as indemnity for money advanced on 
open account. 

The hypothecated bonds ($650,000) are held by sundry 
. parties whose names are known to us. They were hypothe- 
cated by Clews & Co., and money was advanced on them. 
We do not know ekadi how much was advanced to each 
party, but if our information be correct, the average advance 
was about fifty cents on the dollar—enough to extinguish the 
demands of Clews & Co. against the State, whether in the 
form of an account or notes. 

The State is only liable for the amount of the debt which 
was due to Clews & Co., amounting to about three hundred 
and ten thousand dollars, with interest. This amount is all 
that we recommend to be arranged by the State; and as to 
which of the claimants it belongs we do not undertake to de- 
cide. Until the parties interplead and establish such rights 
as they may have, the State cannot safely determine to whom 
payment should be made. 


x“ 
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" OLASS’ FOUR—ENDORSED BONDS. 


Alabama, & Chattanooga Railroad.............. $ 4,720,000 
Alabama & Chattanooga Railroad, overissue.... - 580,000 
Selma, Marion & Memphis.................., 765,000 
New Orleans & Selma......... 0.0... cece ee eee 320,000 
Delia Oa vedic ocd a4 oe doee aie adware ncet 640,000 
East Alabama & Cincinnati........... 00... eee 400,000 
Montgomery & Eufaula ... ................ 1,280,000 
Savannah & Memphis.................. 002008 142,000 
(South & North $391,000, but the collaterals a are 
included in Class Two)....--.......0.00ces i 
Unpaid interest, about.............. 0.20.00 2,750,000 
$11,597,000 


_ STRAIGHT BONDS. 
Loaned to Alabama & Chattanooga 


Railroad Company..............+. $2,000,000 
Loaned to Montgomery & Eufaula.... 300,000 
Unpaid interest, about.......... ...- 724,000 
— 3,024,000 
$14,641,000 


What shall be done with this class of alleged liability or 
contingent indebtedness? 

The State aid system was inopportunely inaugurated. Tt 
would have been of doubtful propriety when the State was 
rich and prosperous, and it was certainly injudicious, as expe- 
rience had demonstrated, after the State was reduced to poverty. 

Sagacious capitalists must have foreseen that a State in 
which the value of the property of the people had been re- 
duced from fully $725,000,000 to barely $160,000,000, and 
which had to borrow money annually to pay interest on its 
then existing debt, would not be able to protect its. endorse- 
ments for railroad companies, and the purchasers of such 
bonds must, as sensible and prudent men, have relied on the 
ability of the principal and not the surety for payment. They 
could not, it seems to us, have expected that the tax payers 
of Alabama, after having lost the bulk of their property by 
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the events of war, and with an existing debt much greater 
than when the war commenced, and also a large amount of 
municipal and individual indebtedness, would be able to con- 
tribute from their diminished resources a sufficient amount of 
revenue to pay the obligations of railroad corporations. 

The limitations, restrictions and requirements contained in 
the State aid law were intended to protect, and if they had 
been faithfully enforced, would have protected the Staite. 
against imposition and fraud. But our investigations satisfy 
us that the letter and spirit of the law which enjoined the 
. observance of these requirements anterior to endorsements, 
were violated in many instances and in various ways, to the 
detriment of the State as well as the bondholders, and which 
in the judgment of many good men absolved the State from 
all legal or moral obligation growing outof such endorsements. 
This is a question, however, which, for the purposes of this 
report, it is unnecessary for us to discuss. 

In the case of the Alabama and Chattanooga Railroad Com- 
pany, authority was given to, and the duty imposed upon, 
Governor Lindsay, by an act approved 8th March, 1871, to 
ascertain upon what bonds of that Company the State was 
liable as endorser, and to borrow money to remove the default 
of the Company, in the payment of interest due on such 
- bonds. Governor Lindsay, in the exercise of the authority 
conferred upon him by that act, decided that $4,720,000 of 
the bonds had been legally endorsed, and he paid the semi- 
annual interest due on the Ist January and Ist July, 1871, 
and ist January, 1872. 

Moreover, under the provisions of the State aid law, Gov. 
Lindsay took possession of the road and equipments, and 
through agents appointed by him, operated it during part of 
1871 and 1872. The State thereby asserted its right to seize 
the road, and it may be contended that it admitted its obli- 
gation to protect its-endorsements, and thai it is estopped by 
its action from interposing the defense to which we have re- 
ferred. 

Tt is also true that the General Assembly, by its enactments, 
authorized Governor Lindsay and Governor Lewis to sell 
said road and equipments, and each of them did endeavor to 
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make a sale. These various recognitions by the State seem 
to forbid the defenses which many believe could be inter- 
posed, and we do not think the duty is enjoined upon us to 
sit in judgment upon the solemn acts of the General Assem- 
bly. 

It is claimed by the holders of the endorsed bonds of this 
company that great detriment to them resulted from the un- 
skilled management of the road while it was in possession of 
the State, and that they are entitled to some indemnity for 
injury to property which was mortgaged to them. We admit 
that there is some plausibility in this plea for compensation, 
but to what extent the bondholders were injured by the action 
ot the State, has not been and cannot be accurately ascer- 
tained. 

In view of all the facts and allegations to which we have 
referred, and to the act of the General Assembly approved 
8th of March, 1871, which we feel bound to respect, we re- 
gard this as a case not entirely devoid of equity, and one 
which should be settled by a fair compromise. We have, 
therefore, entered into an agreement with T. W. Snagge, Esq., 
of London, agent of the holders of about $3,300,000 of the 
endorsed bonds of the Ala. & Chattanooga Railroad Company, 
under and by which, if approved by the General Assembly, 
the State will be relieved of many millions of dollars of con- 
tingent liability, and thereby quiet demands which might give 
the State future annoyance. 

In full satisfaction of all liability on account of endorse- 
ments for that company, and of all other claims or demands on 
account of said road, we propose that the State pay $1,000,000 
in bonds having thirty -years to run, and bearing interest at 
the rate of two per cent. per annum for five years, and four — 
per cent. for twenty-five years—renewable at the option of 
the State for thirty years at five -per cent. per annum. The 
bonds and coupons are to be made payable in the city of New 
York in lawful money of the United States. 

The rate of interest is fixed at two per cent. for five years 
in consideration of the remission of such unpaid taxes as were 
due from the company on 30th September last. _ 


t 


22 


For further particulars of this agreement we refer you to 
Exhibit “B.” 

This agreement, if consummated, taken in connection with 

a sale of the lands mortgaged to the State to secure the pay- 
ment of the $2,000,000 of straight bonds loaned to the com- 
pany, (the terms of which will be seen by reference to Exhibit 
“C,”) will retire about nine millions of dollars of contingent 
liability, and put at rest all controversy and anxiety on ac- 
count of the connection of the State with this ill-fated com- 
pany. - 
_ Another inducement to enter into this agreement is the 
probable financial benefit which will accrue to the State. 
The road is now in a dilapidated condition, and under the 
management of a company not possessing the means necessa- 
ry to repair and improve it, it will remain unsafe and unreli- 
able as a common carrier. It will also continue useless as a 
source of revenue to the State, as its net earnings now do not 
equal the taxes upon its assessed value. 

A first-class railway, running through the State a distance 
of 240 miles, and furnishing traveling and transportation fa- 
cilities to an intelligent and enterprising population, occupy- 
ing fertile lands on either side of the road, and which would 
contribute largely to the development of immense mineral 


`- wealth now latent in mines of coal and iron, is a desideratum 


which we believe would be supplied by approval and con- 
summation of the agreement which we have made with Mr. 
Snagge. We are assured that if the bondholders become the 
owners of the road, and can add to the title which will be 
obtained under a decree of the United States Circuit Court, 
a transfer of the rights of the State under its statutory lien, 
and can secure $1,000,000 in bonds of the State, even at the 
low rate of interest proposed, they will put the road in good 
order. and make it in all respects a first-class road. 

If the road were put in good order its business would in- 
crease, and the taxes from the road alone would no doubt 
equal the interest to be paid on the new bonds. The average 
amount of taxes assessed against the company from 1874 to 
1874 inclusive, is $37,377.81. To this add the revenue which 
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would be derived from the enhanced value of property along 
the line of road, and it will be apparent that no apprehension 
of loss to the State need be indulged. 

Considered therefore in a financial aspect, we deem it wise 
to settle with the bondholders as we propose. 

As to the other five roads—the Montgomery & Eufaula, 
East Alabama & Cincinnati, Selma & Gulf, Selma, Marion & 
Memphis, and New Orleans & Selma—the undersigned sub- 
mit, that there is litigation pending in the courts of this State 
and Tennessee of an important character, involving points of 
law that will in all probability very materially change the 
aspect of what is claimed as the liability of the State upon its 
endorsement of the bonds of those companies ; and we trust ° 
may result in convincing the holders of said bonds that their 
true interest will be best advanced by their. acceptance of a 
transfer of the lien of the State created by statute, and giving 
to the State a full discharge from those pretended claims 
against it. ¢ 

We recapitulate the i asbeanexe of the State, direct and 
contingent, as follows: 


Amount in class one.. tee c ete enecenes PERE $11,667,470 
cc BR E O aae tiated a e 1,156,000 
ae EE E E eueys 2,573,098 . 
“c A TONE Saku caceekeokseeenewats 14,641,000 

Rot PA EEEE TE $30,037,563 


To recognize every claim preferred against the State would 
‘render the payment of interest, to say nothing of the princi- 
pal of such an enormous debt, utterly impossible—even at a 
very low rate. It would be to acknowledge an indebtedness 
equal to one-fifth of all the property of the people—and to 
provide for the annual interest which would accrue, would re- 
quire a tax, if not inhibited by the constitution, which would 
be tantamount to confiscation. It is apparent, therefore, that 
a just and honorable compromise is indispensable. Unjust 
claims must be rejected, and those which are acknowledged 
must necessarily be reduced. 
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RESOURCES OF THE STATE. 


The'revenue for the past fiscal year amounted to $1,066,000. 
Tt will be less this year, as the assessment of railroad prop- 
erty show great depreciation of that species of property. 
We estimate that the receipts during the current year will 
not exceed $1,040,000. This amount will be subject to the 
abatement made under the present revenue law to those who 
paid their taxes in October, November and December. 

The expenses of the State during the past fiscal year, ex- 
clusive of appropriations to public schools and of interest 
paid to the University and the Agricultural and Mechanical 
College, and interest on State obligations, were about $500,000. 
The expenses of the late constitutional convention were a 
proper charge upon the treasury for the past fiscal year, and 
if they had been paid out of the revenue of that year, the 
entire legitimate expenses of the State would have been 
$530,000. But the treasury was depleted at the time the 
convention was held, and the per diem of the delegates, and 
other expenses, were provided for by a temporary arrange- 
ment. Hence a charge upon the treasury has been trans- 
ferred from the past to the present fiscal year. We assume, 
however, that the expenses of the State will be reduced to an 
_ extent equal to the amount expended in holding the constitu- 
tional convention. , 

Assuming that the General Assembly will fix the rate of 
interest on the United States surplus revenue fund at four 
per cent., the deduction from the whole revenue oi $1,040,000, 
or whatever it may be, will be as follows: 


State expenses... .... cece eee eee ee eee suth $500,000 
Interest on trust fund.............. 0... .0. 2 ee eee 100,000 
Direct appropriation to public schools............. 100,000 
Interest on the University fund................... 24,000 


Interest on bonds held by the Agri. & Mech. College 20,280 
Interest on State obligations, about 


$ 798,280 
Leaving (if the revenue should be as estimated, $1,040,000) 


pepeadbodadetwt 54,280 ° 


? 
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$241,720 to bp appropriated as the General Assembly may 
direct. . t 

In postponing the payment of any interest on the new bonds. 
tendered to the creditors embraced in class one, we have had 
in view the importance of retiring the State obligations as 
rapidly as possible; and if the surplus of this fiscal year 
should be used for that purpose, we think a sufficient amount 
of the obligations will be retired in two years to bring the 
remainder to par, or so near to par as to remove the inconve- 
mience and most of the loss now incidental to their circula- 
tion as a currency. Ourscheme of adjustment is based upon 
the supposition that for at least one year all the surplus which 
may accumulate in the treasury will be applied as we have 
indicated. 

The improvement and ultimate extinction of the present de- 
preciated State currency we regard as indispensable to the 
successful execution of our plan for settling the publie debt. 
If the State obligations continue to be receivable in payment 
of taxes, and should remain at the present discount of about 
twenty per cent., the State, after Ist of July next (when in-_ 
terest will commence to run on the new bonds), will be sub- 
jected to an annual loss of $40,000 in providing United States 
currency to pay interest on the adjusted debt. With other 
legitimate demands on the treasury—expenses of the State 
government and support of the public schools—this addition 
of $40,000 would be very embarrassing. 

One thing needed by the State now is indulgence. . Tts 
finances are broken down, and the State needs rest. So far as 
the public debt is concerned our proposed adjustment is 
based upon the well known poverty of the people and conse- 
quent empty treasury. We propose that the payment of in- 
terest be postponed so as to control whatever surplus there 
may be for one year and apply it to other purposes. After 
next July we fix the rate of interest at only two per cent. on 
nearly all of the adjusted, to be gradually increased until it 
reaches the maximum rate as stipulated. By that time the 
reforms of the new constitution will be in operation, and the 
State, we hope, will have regained much of its lost pros- 
perity. 
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It will be admitted that a well digested financial scheme 
may be easily executed if all its parts be kept in view, but a 
disregard of one may endanger all. It would be a calamity 
if undue anxiety to promote a single interest of the State 
should induce appropriations too lavish for the public good, 
and should thereby prevent the redemption and canceliation 
of the State obligations within a reasonable time, or should 
subject the State to default after the . public debt shall have 
been satisfactorily adjusted and settled. Wisdom suggests 
that the findnces of the State be placed upon a solid basis, 
‘and then the success of public schools and other important 
interests will be assured. 

In the discharge of the duties imposed upon us we have 
kept steadily in view the honor and good name of the State, 
the just demands of creditors, the value of free public schools, 
and the poverty of the tax-payers. To mature a plan of set- 
_ tlement which would be honorable to one party and just to 
others, has required thought and deliberation. If the con- 
clusions which we have reached be obnoxious to criticism,. we 
can at least say that we are conscious of the rectitude of our 
purposes, and believe our action, if confirmed, will redound 
to the good of all concerned. 

Much has been said about recuperation in this State. We 
believe it will come, sooner or later ; but it can be retarded by 
- acting under the influence of hope without combining it with 
discretion.. Beyond a doubt, recuperation depends in a great 
degree upon the adjustment and reduction of the public 
debt. 

Capital will not to any great extent seek investment in the 
mines, quarries, water power and fertile lands of Alabama, 
urtil it becomes evident that the present rate of taxation will 
eventually be reduced. Three-fourths of one per cent. upon 
the full value of property is a high State tax. There are but 
five other States in the Union (all Southern except one) which 
impose a tax as high as the present rate in this State, and 
both capital and immigration will be kept in check while the 
present enormous debt hangs over the State and threatens 
oppression or repudiation. But when it shall become known 
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that the public debt has been reduced to $10,000,000 or less, 
(exclusive of trust funds) and the interest is regulated so as to 
comport with the resources of the State, we may confidently 
expect an influx of capital and labor, enhanced value of prop- 
erty, reduced rate of taxation, good schools, and a permanent 
and contented population. | l 


Respectfully submitted. Geo. S. Hovsron, 
: Levi W. LAWLER, 
T B. BETHEA, 
Commissioners. 
EXHIBIT “A.” 


OFFICE OF COMMISSIONERS, i 
Montgomery, Ala., Nov. 20, 1875. 
To the Creditors of the State of Alabama: 

The undersigned, commissioners appointed to adjust and li- 
quidate the indebtedness of the State of Alabama, have ma- 
tured a scheme of adjustment and settlement of the bonds is- 
sued and sold in accordance with the provisions of the follow- 
ing named Acts authorizing the issue of bonds of the State, 
to-wit : 

An act “To provide for the issue of State bonds,” approved 
15th December, 1865. 

An act “To renew and extend the time of payment of cer- 
tain bonds therein named,” approved 18th January, 1866. 

An act “To provide for the payment of interest on the 
bonded debt of the State of Alabama,” approved 13th Feb- 
ruary, 1866. 

An act “To renew and extend the time of payment of cer- 
tain bonds therein named,” approved 6th February, 1867. 

An act “To authorize the issue of State bonds,” approved 
12th August, 1868. 

An act “To provide for the extension of certain State bonds, 
due and payable in London on the Ist day of June, 1870,” 
approved 17th February, 1870. 

An act “To relieve and regulate the finances of the State,” 
approved 15th December, 1871. 

An act “In relation. to the State bonds of Alabama,” ap- 
-proved 19th February, 1872. 
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An act “To maintain the credit of Alabama,” approved 25th 
February, 1873. 

We propose that the State of Alabama issue new bonds 
having thirty years to run, principal and interest payable in 
the city of New York iù lawful money of the United States, 
bearing interest payable semi-annually, as follows : From 1st 
July, 1876, to lst July, 1881, at the rate of two per cent. per 
annum ; for five years from Ist July, 1881, three per cent; 
for the next ten years, four per cent.; and for the remaining 
ten years, five per cent. per annum—said bonds to be renewa- 
ble at the pleasure of the State at five per cent. per annum. 

These new bonds will be given in exchange for the face -of 
the bonds now outstanding, issued and sold in accordance 
with the provisions of the various acts hereinbefore recited, 
upon condition that all past due coupons and such as will 
mature on or before the Ist day of July, 1876, are to be sur- 
rendered to the State with the bond to which they belong, 
without being computed as part of the amount to be ex- 
changed for new bonds. All coupons, both past due and to 
mature, must be surrendered. 

Until the first day of November, 1876, the exchange of 
bonds will be made at the agency of the State in the city of 
New York, except those issued under the acts approved 15th 
December, 1871, and 25th February, 1873. Such bonds as 
has been issued and sold pursuant to the provisions of the 
` two acts last named will be exchanged at the office of com- 
missioners in the city of Montgomery, Alabama. After the 
first day of November, 1876, no bonds will be exchanged ex- 
cept at the office of the treasurer of the State. 

In exchanging the proposed new issue of bonds for, those 
outstanding, all past due coupons upon the new bonds will be 
detached at the time of the exchange. 

When the creditors of the State contrast its financial con- 
dition in 1860, and at this time, they will see and admit that 
the State intends to observe good faith, and that the abate- 
ment of interest up to Ist July, 1876, and the modification 
proposed thereafter, results from the inability of the State to 
do more. In 1860, the property of the people of the State, 
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- subject to taxation, was estimated to be worth fully $725,000,- 
000, and the entire indebtedness of the State, foreign and 
‘domestic, did not exceed $6,000,000. Now the property sub- 
ject to taxation, including incomes, salaries of public officers, 
and all other subjects of taxation, is a fraction less than 
$160,000,000, (as will be seen by reference to the report of the 
State Auditor,)—while the direct and contingent debt of the 
State, including past due interest still unpaid, amounts to the 
enormous sum of $30,000,000. 

The rate of taxation is now three-fourths of one per cent., 
and under the constitution and laws of this State property is 
assessed at a fair market value, and not at one-half its value, 
asthe practice in many other States. The maximum rate 
of taxation is limited by the organic law to the rate now im- 
posed. If it were not ŝo limited, it would be injudicious and 
oppressive to impose a higher rate. | 

Under the scheme of adjustment which we propose there 
is a necessity for commencing at a low rate of interest. 
There are now in circulation $1,000,000 of State obligations, 
made by law receivable in payment of taxes and all other 
public dues. These obligations must be retired before the 
State can pay more than two per cent. per annum on the new 
bonds. They are the currency received and paid out by the 
State, but we hope by adopting a low rate of interest, as we 
propose, and by an honest and economical administration of 
the State Government, the obligations can be retired by the 
1st July, 1881. 

Under the salutary reforms provided in the new constitu- 
tion the General Assembly can create no new debt beyond a 
temporary loan of $100,000, and we are confident the amount 
required to defray the ordinary expenses of the State will be 
materially diminished. We think, therefore, that the State 
may safely promise to pay three per cent. per annum for five 

_years after 1st July, 1881. By that time the probable en- 
hanced value of property, under anticipated recuperation, 
will justify a further increase of one per cent., making the 
rate four per cent per annum; and as the tendency in Europe 
as well as. America is to lower rates of interest, a good secu- 
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rity bearing four per cent. interest will approximate par im ` 
both countries. _ 

On the 1st day of July, 1896, the new bonds of the State 
will commence to bear five per cent. per annum, and they will 
then be equal in actual value to the bonds of Massachusetts, 
or any other State of the Union bearing the same rate of in- 
terest, and like the bonds of Massachusetts ought to command 
a premium. i 

The commissioners will recommend to the General Assem- 
- bly no plan of adjustment which they have reason to believe 
will subject the State to default in the payment of interest on 
the new bonds; and after carefully investigating the resources 
and liabilities of the State we are satisfied it would be unwise 
and unsafe to promise more than is embraced in our proposi- 
tion as herein stated. Were we to do so, the State as well as 
the creditors would most probably be injured thereby. 

If the General Assembly should ratify the: scheme of set- 
tlement which we have matured and now submit to the cred- 
itors, notice of the time when the new bonds will be ready for 
exchange will be given by publication in New York and 
London. 

Should we be favored with the co-operation of the creditors 
of the State in our efforts to adjust the public debt, by a 
prompt acceptance of our proposition, we hope and believe 
the General Assembly will approve our action and enact such 
laws as may be necessary to carry into effect our recommen- 
dations. 

An early response is respectfully requested. 

Gero. S. Houston, 

Levi W. Law er, 

T. B. BETHEA, 
Commissioners. 
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EXHIBIT “B.” 
The following are the terms of a proposed settlement by 
way of compromise, arrived at after prolonged discussion be- 
tween the Governor of Alabama, the commissioners ap- 
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pointed under the statute of the General Assembly of Ala- 
bama of December 17th, 1874, entitled “dn act, for the ap- 
pointment of commissioners to liquidate and adjust all claims 
against the State of Alabama, arising from bonds issued or en- 
dorsed in the name of the State,’ and Mr. T. W. Snagge, the 
standing counsel of ,the corporation of foreign bondholders, 
acting under instructions from the eouneil of the corporation, 
to confer with the said Governor and commissioners. The 
settlement by way of compromise, herein referred to, is in 
respect of— 

The first mortgaged endorsed bonds of the oe and 
Chattanooga Railroad Company of 1869, issued, endorsed and 
disposed of, in pursuance of, and a accordance with the 
terms of certain statutes of the General Assembly of the 
State of Alabama, namely: An act, approved February 19, 
1867, entitled “An act to establish a system of internal im- 
provements in the State of Alabama,” and an act approved 
September 22, 1868, entitled “An act to aniend the law to 
establish a system of internal improvements in the State of 
Alabama,” and an act approved September 17, 1868, entitled 
“An act relating to the Wills Valley Railroad Company, and 
the Northeast and Southwest Alabama Railroad Company.” 

With respect to the first mortgage endorsed bonds of the 
Alabama and Chattanooga Railroad Company of 1869, above 
mentioned and described, the Governor and Commissioners 
are willing to submit the following terms of settlement to the 
Legislature for ratification. 

Ist. The amount of principal and overdue interest up to 
and including the half year’s interest due on January 1st, 1876, 
to be added together, and the gross amount so ascertained 
shall be deemed to be the amount of indebtedness to be dealt 
with under this head. Inasmuch asa portion of the bonds 
and coupons, or of the bonds or coupons representing the in- 
debtedness herein provided for, may have been or may here- 
after be deposited in the United States Circuit Court for the 
Southern District of Alabama, in payment of the bid at a judi- 
cial sale of said railroad and property under decree of said 
court, and may have been or may hereafter be canceled, in 
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compliance with the orders of said court, and it may not, 
therefore, be possible to produce them for the purpose of con- 
version under this agreement, ii is agreed that the certificate 
of the clerk of said éourt, duly executed under the seal there- 
of, and specifying the description, numbers and amounts of 
such bonds and coupons, or bonds or coupons, so paid in and 
- canceled, and thatthe same have been canceled, shall be 
deemed and taken to be for the purpose of conversion equiv- 
alent to the production of the actual bonds or coupons so 
canceled as aforesaid. 

2d. The Governor and the State of Alabama will forth- 
with transfer and assign to the holders of the bonds and cou- 
pons, or tn representatives in their behalf, all rights, powers, 
title and liens of every description, whether existing by stat- 
ute or otherwise, and possessed by the State or Governor, in 
respect of the Alabama and Chattanooga Railroad, upon the 
property embraced in the mortgage under which the bonds 
were issued; aud this settlement is to be taken as an extin- 
quishment only of the direct liability of the State upon said 
bonds, but shall have no effect upon, or in extinguishment of 
any lien in favor of the State heretofore in any manner created 
for the payment of the liability assumed by the State upon 
said bonds, but such lien shall be retained and kept alive 
solely for the benefit of such of the First Mortgage Bond- 
holders as may become purchasers of said railroad under the 
decree of the United States Circuit Court for the Southern 
District of Alabama, of the 23d day of January, 1874, and 
the 15th day of January, 1876, as against all persons who are 
not entitled to participate as purchasersin the benefits of said 
First Mortgage, and the said purchasers shall be clothed with 
full power as a company to assert and enforce the same, as 
the State might at any time have done, prior to this settle- 
ment. 

3d. An amount of new State direct bonds bearing interest 
from the Ist day of January, 1676, shall be created and is- 
sued, and shail be applied in retirement of the bonds and cou- 
pons forming amount of indebtedness referred to in para- 
graph one (1). 
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4th. The new State direct bonds so to be issued and ap- 
plied shall become due in thirty years from their date, and 
shall bear four per cent. interest, but shall be retirable at ma- 
turity at the option of the State, by the issue of new bonds for 
a like term of thirty years, bearing interest at five per cent. 
The full amount of interest at four per cent. is not to begin 
for five years from January Ist, 1876. The amount of inter- 
est for the first three years, commencing January Ist, 1876, 
shall be at the rate of two per cent., and for the fourth and 
fifth years at the rate of three per cent. per annum, subject, 
however, to the following conditions: The state of Alabama 
clairs that certain taxes are due and unpaid from the Alaba- 
ma and Chattanooga Railroad Company. It is agreed that 
the claim for all taxes so due and unpaid up to the beginning 
of the present fiscal year shall be remitted by the State ; Pro- 
vided, That the interest upon the said bonds for the fourth’ 
and fifth years, from the first of January, 1876, be reduced 
from three per cent., as provided in paragraph four, to two 
per cent. per annum. But such remission of taxes shall be 
for the benefit only of the bondholders purchasing and be- 
coming possessors of the railroad and property under the de- 
crees of said court as aforesaid, and any future owners of said 
railroad and property deriving under them. 

5th. The principal and interest of said new State bonds 
shall be payable in lawful money of the United States. 

6th. The bonds and coupons shall be payable in the city of 
New York. 

. Tth. The amount of the new State bonds to be issued as . 
aforesaid shall be for one million of dollars in one thousand 
bonds of one thousand -dollars each. 

8th. The requirements of the acts of the General Assembly 
of Alabama of the 11th of February, 1870, sofar as they relate 
to the setting aside a sinking- fund, and to charges for 
passenger and freight traffic, shall be repealed, and the tariff 
of charges for passenger and freight traffic upon the Alabama 
and Chattanooga Railroad shall be placed on the same foot- 
ing as in the case of other railroads in the State; Provided, 
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however, 3 That such portion of said statute as directed 
that a sinking fund shall be set aside, shall not be 
deemed to be repealed, but shall continue in force until the 
judicial sale and purchase of the railroad and property under 
the before mentioned decrees of the United States Court for 
the Southern District of Alabama shall have been completed, 
and actual posession of the railroad shall have been acquired 
by the purchasing bondholders; and, Provided further, That 
if the General Assembly shall at any time hereafter give to 
any railroad in the State of Alabama the right to increase its 
rate of charges for passenger or freight traffic, the Alabama 
and Chattanooga Railroad Company, or its successors, shall 
by virtue of this contract, become eomce to the larger rights 
so given. 

9th. The conversion of securities shall take place in London 
or New York, at the option of the bondholders desiring to 
convert their bonds. Such conversion as shall take place in 
London, shall be carried on under the joint superintendence 
of an agent appointed and paid by the State of Alabama, and 
of the council of the corporation of foreign bondholders. ` 

10th. The State of Alabama shall bear the expenses of 
printing and preparing for conversion the new bonds to be 
created and issued as before mentioned. 
In witness whereof the parties herein first named have hereto 

set their hands in duplicate at Montgomery this 22nd 
day of January, 1876. 
Geo. S. Houston, 
Levi W. LAWLER, 
re T. B. BETHEA, 
Commissioners. 


T. W. Snacaz. 
In presence of, 


P. HAMILTON. 
EXHIBIT “0.” 
The following are the terms of the proposed settlement by 


way of compromise in respect of the straight gold bonds of 
1870, authorized by the act of the legislature approved Feb- 
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ruary 11,1870, entitled “An act to loan the credit of the State 
of Alabama to the Alabama & Chattanooga Railroad Company 
for the purpose of expediting the construction of the railroad of - 
said company within the State of Alabama,” agreed upon be- 
tween the present Governor of the State of Alabama, acting 
on behalf of said State, under authority of an act of the Gen- 
eral Assembly of Alabama, approved March 20, 1875, to be 
found on page 119 of the printed statutes of 1874-5, and. 
Mr. T. W. Snagge, acting under instructions from the Council 
of Foreign Bondholders, on behalf of the holders of the 
aforesaid bonds, and of the coupons representing interest due 
‘and unpaid thereon, or such of them as may accept the pro- 
visions hereof. 

lst. The amount of principal and over-due interest up to 
and including the half-year’s interest due-on January 1, 1876, 
to be added together and the gross amount so ascertained 
shall be deemed to the amount of indebtedness to be dealt 
with under this head. 

2d. The said holders of the said bonds and coupons, shall 
from time to time return and deliver, or cause to be returned 
and delivered, to the State of Alabama or to the Governor of 
said State, or to such agent or agents as the Governor may. 
appoint for that purpose, the bonds of the State of Alabama - 
heretofore issued by said State under provisions of the act 
of the General Assembly of Alabama of the 11th of Feb:; 1870, 
before mentioned, and of which issue the principal amounts 
to the sum of two millions of dollars, exclusive of coupons 
due thereon for unpaid interest. 

3d. In consideration thereof and in full extinguishment of 
all liability and debt on the part of the said State upon said 
‘bonds and coupons, the State of Alabama will forthwith as- 
sign to the trustees hereinafter mentioned, the bonds issued 
to the Governor of said State m exchange for said bonds of 
the State of Alabama by the Alabama & Chattanooga Railroad 
Company, and the mortgage executed by said railroad com- 
pany to the State of Alabama, dated the 2d day of March, 1870, 
by which said bonds are secured as required by the said act 
of the 11th of February, 1870, in trust for the use and benefit 
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of the persons who are the holders of the bonds and coupons 
of the said State, issued under the provisions of said act, and 
who shall deliver the same as provided in clause one (1) of 
this agreement ; and will, also, by deed of release, assign and 
transfer as above provided, for the use of said bondholders 
so delivering said bonds, all the right, title and interest which 
said State of Alabama-has or is entitled to for its use and 
benefitin and to the lands and property described in said 
mortgage executed by said Alabama & Chattanooga Railroad 
Company, and hereinbefore mentioned, and obtained thereby 
and therefrom, and also all right, title, estate and interest ac- 
quired by purchase under decree of the District Court of the 
United States at Montgomery for the Middle District of Ala- 
bama, in the proceedings in the maiter of the bankruptcy of 
_the said Alabama & Chattanooga Railroad Company. The 
mortgages, if any, upon the telegraph line and telegraph offi- 
ces, on the machine shops and all or any other property be- 
longing to the Alabama & Chattanooga Railroad, and on all 
coal mines, and iron and mineral lands, and iron and manu- 
facturing establishments, in the said statute of the lith of 
February, 1870, referred to, which exist or may exist in favor 
of the State of Alabama, or to which by the operation of said 
. statute the State of Alabama may have become entitled, shall 
be and are also hereby released and assigned to said trustees 
in trust for the benefit of the holders of such said bonds and 
coupons, as may accept the provisions hereof, and the State 
of Alabama hereby releases and surrenders all demands upon 
the said railroad, except as herein otherwise provided for. 
4th. The assignment and release in the last item above stip- 
ulated, is not to embrace the title to any land which the State 
of Alabama has acquired as a naked trustee under any act of 
congress for the construction of any railroad, but is to be the 
title only which the State has acquired beneficially for itself, 
or for its indemnity and protection against loss by reason of 
the. issue by the State of the bonds for two millions of dol- 
lars, mentioned in the first item of this memorandum, whether. 
under said mortgage by said railroad company or under the 
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| proceedings, sales and decrees of the court in the said bank- 
rupt proceedings. . 

5th. As some of the lands intended to be conveyed by said 
mortgage to the State by said Alabama and Chattanooga 
Railroad Company lie within the conflicting or overlapping 
limits of lands granted by similar acts of Congress ‘to other 
railroad companies, and a division of said lands has not yet 
been effected, but they, in truth, form a part of the security 
which the State holds for its protection in respect of the 
bonds mentioned in the first item hereof, the said Governor 
of the State will advise and recommend to the General As- 
sembly of the State that the title to such lands as may here- 
after be divided and assigned for the benefit of the Alabama 
and Chattanooga Railroad Company, be also conveyed as is 
herein provided in the second item of this memorandum, the 
same being in equity and justice a part of the consideration 
which the said State should yield for the relief of the liabil- 
ity of said State upon its said two millions of bonds. 

6th. The said trustees shall have power to sue for, collect, 
recover, receive and apply for the benefit of said holders of 
bonds and coupons, as hereinafter provided, for all the 
money yet unpaid by purchasers from said railroad company, 
for and’ in respect of portions or parts of said lands which 
have been, or purport to have been, sold by said railroad 
company under the authority reserved to it by the act of Feb- 
ruary 11, 1870; and said trustees shall have further power to 
sue for, recover and collect of and from any person, persons 
or corporations any and all sums of money received by them 
or remaining in their hands and arising from any sales here- 
tofore made of any portion of said lands, and which amounts 
should have been, but have not been, accounted for and paid 
to the treasury of the State under the said act of 11th Feb- 
ruary, 1870. 

Tth. The State of Abeta: ky agrees to release and 
surrender all and every lien, charge and incumbrance existing 
in favor of said State upon said lands, to secure the repay- 
ment of interest already paid by the State upon said lands. 
The amount of such interest, so paid by the State, shall, 
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however, from time to time, be discharged by a payment by 
the said trustees to the treasurer of said State, of ten per 
cent, upon the net proceeds of such sales of said lands as 
shall be made by the trustees under this contract, or upon 
the net selling value of such of said lands as any of the bene- 
ficiaries under this contract may, themselves, acquire title to 
from said trustees, until the whole amount if interest so paid 
is discharged ; and no further or other claim for repayment of 
said amount shall be made by said State. 

8th. It is further agreed that the Governor will recom- 
mend that the lands hereby proposed to be conveyed“ by the 
State of Alabama, for the purposes hereof, shall be exempt 
from taxation for a period of not less than eight years from 
the date of the conveyance thereof to the trustees hereinafter 
mentioned. But when any of said lands shall be sold or dis- 
posed of by said trustees to other parties, they shall be and 
become subject to taxation as other lands in the State, or as 
the legislature may direct. 

9th. Ifthe bondholders acquiring the lands under this agree- 
ment, or their trustees, shall seek to set aside any sales of 
lands already effected, (or purporting to have been effected,) . 
the State will afford facility to enable them to do so by per- 
mitting the suit to be brought in the name of the State, or 
~ otherwise, upon a proper indemnity for costs being given. 

10th. Such provisions of the statute of the General Assem- 
bly of Alabama of the Lith of February, 1870, as direct that a 
. sinking fund shall be set apart by the Alabama and Chatta- 
nooga Railroad Company to secure the State of Alabama in 
respect of bonds issued under that act, are hereby declared 
to be in force for the benefit of the bondholders accepting 
this agreement, such provisions, however, shall be deemed to 
be repealed so soon as the road and property of said railroad 
company shall have been purchased and actual possession 
thereof obtained by the holders of the first mortgage endorsed 
bonds of said company under the decrees of the United States 
Circuit Court before mentioned. 

11th. The Governor will recommend that such provision of 
any statute of the General Assembly of Alabama as confer 
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upon the present Governor the power of- dealing, in respect 
of said lands, shall be so notified as to confer a like power 
‘upon his successors. 
12th. For the purpose, of carrying into effect the settlement 
herein made, it is agreed that the lands hereby intended to 
be applied for the benefit of said bondholders, as well as all 
interest held or acquired by the State of Alabama therein, 
and all other rights hereby intended to be released and 
assigned in or to said lands shall be conveyed to, and held by 
two trustees, of whom one shall always be nominated and 
appointed by the Governor or General Assembly of Ala- 
bama, and the other by a majority in number and value of such 
of the holders of said bonds and coupons as shall on or before 
the 1st day of May, 1876, or at the time of the occurrence 
of such vacancy, have come in and exchanged their bonds 
under this agreement; and such trustees shall have power, 
and it shall be their duty to sell such portions of said lands 
as they may find expedient in order. to carry out the purposes 
of this trust, in the manner most beneficial to the bondhold- 
ers accepting this contract, and to dispose of, convey and 
make title to the same to individuals, or to foreign or native 
corporations until the whole of said lands shall be sold ; and 
said trustees, after deducting from the net proceeds of said 
sales the amount of ten per cent. before mentioned, and for 
the purpose before mentioned, shall distribute and apply the 
remainder of the proceeds of said sales from time to time 
among such bondholders as- shall have surrendered their 
bonds, so that each bond shall receive its proportionate share 
of said proceeds; and said trustees shall retain a share of 
such proceeds proportionate to the amount of such bonds as 
shall not then have been surrendered until they are pre- 
sented and surrendered, provided that the said trust shall be 
closed at the end of ten years from the Ist day of May, 1876, 
after which time all bonds outstanding and not surrendered 
shall be barred and shall become disentitled to participate in 
the benefits of this agreement, and shall have no further claim 
against the State ; and any proceeds of sales, which shall 
then be in the hands of the trustees shall be distributed pro 
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rata among the holders of bonds who shall have surrendered 
_ their bonds; and any lands then remaining unsold in the 
hands of said trustees shall thenceforward be held by them 


in trust solely for the sole benefit of such holders of said 


bonds and coupons as shall have come in and surrendered 
their bonds under this agreement. 

13th. The expenses of carrying out the trust herein men- 
tioned shall be borne ratably by the beneficiaries under this 
agreement. The said trustees shall receive compensation for 
their services by such amount of commission upon the pro- 
ceeds of sales of said lands as the majority in number and 
value of said bondholders who shall have surrendered. their 
bonds shall determine, and it shall be the duty of the trustees 
appointed under this agreement to invite the attention of the 
holders of said bonds to the provisions of this contract and 
compromise by advertisements inserted at least four times 
in each year in the London Times newspaper, and one daily 
newspaper in New York. - 

In witness whereof the parties herein first named have here- 
unto set their hands in duplicate at Montgomery, this, 22d 
day of January, 1876. 

Gero. S. Houston, 
~ as Governor of Alabama. 
T. W. SNAGGE. 


REPORT 


OF THE 


Joint Committee on Governor's Message on the 
PUBLIC DEBT. 


To the Honorable the Senate and 
House of Representatives of Alabama : 
The Special Joint committee of the two Houses, to which 
was referred the Message of the Governor and the Report of 
the Commissioners in regard to the adjustment of the debts 
and liabilities of the State, with instructions to report by bill, 
or otherwise, respectfully report that they have had the sub- 
ject under consideration, and’ herewith submit a bill to carry 
into effect the adjustment of the public debt, as proposed by 
the Commissioners appointed under the act of 17th Dec. 1874. 

The report of the commissioners is so fullin explanation of 
the amount and character of the debt of this State that it 
would be superfluous for your committee to attempt any fur- 
ther remark upon that subject. 

Your committee find from that report and from oral expla- 
nations made to them that the financial condition of the State 
has been made the subject of elaborate discussion between 
the commissioners and many of the individual holders of the 
direct debt of the State, now represented by its 5, 6, and 87 
bonds, as well as with an agent of a large number of the 
bond-holders acting in concert, for the benefit of all. 

This portion of the State debt has never been in any man- 
ner disputed by the State. Its liability upon these bonds, 

jexcept in a few cases where they have been hypothecated, as 
security, for lesser sums than their face, has always been ad- 
mitted, not only for the principal, but also for matured inter- 
est. The only difficulty in the way of payment of these 
bonds, and the coupons past due, has been the poverty of the 
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State, and the general and great depression of the business 
interest of her people. Had the ability to pay existed, no 
default would have occurred in the prompt payment of accru- 
ing interest. 

To the holders of these bonds, the application for an abate- 
ment of their demands, was of necessity an appeal for favor, 
and not a demand for rights withheld, or for justice to be 
done. 

As was fitting therefore, a full exposition of the sendin of 
the State, both as to liabilities and resources, was made to 
- the holders of these securities. They were shown the fact, 
that if the only debt were to them, the State would require 
but little indulgence, and that mainly in a decrease of inter- 
est to correspond somewhat with the general lessening of the 
rate for money among commercial nations. They were shown, 
however, that in addition to their claims, the State, by a reck- 
less and unwise, (to say the least,) use of its credit, had in- 
curred extravagant habilities for rail road companies; that 
while these liabilities were contingent in form, being chiefly 
the indorsement of the bonds of these corporations, and with 
. a semblance of security, for the protection of these indorse- 
ments, by reason of the failures of these corporations to meet 
the inflated hopes of their projectors, these liabilities were in 
fact, if recognized, absolute in their effect. 

It was shown them that. it was absolutely impossible for 
the State to meet these demands and keep down the interest 
thereon ; it was impossible, simply because the means to pay 
did not exist in the State. It was not concealed from them 
that there was an abiding distrust in the minds of the people, 
that this apparent indebtedness had been obtained by the use 
of corrupt influences ; and that it was only the sense of the 
honor of the State, which was bright in the breasts of our 
people, and the consciousness that their vengance would fall 
upon the innocent holders, and not the guilty disposers and: 
beneficiaries of these more than doubtful claims on the State, 
which prevented the outbreak of the Hiseneeen of the peo- 
ple of Alabama. 

The holders of our undisputed iea appear to have 
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felt the force of these suggestions and to have recognized the 
reasonable demand of our people to be relieved of the intol- 
erable load which oppressed them, so that the fair name of 
the State might not be tarnished with the stain of repudiation. 
In making this recognition they showed, too, a wise regard to 
their own interest ; for if any portion of the public securities 
were rejected, it would throw doubt and uncertainty over 
those that might be acknowledged, and lessen their value in 
the market. Such rejection, unless upon the plainest and 
most indubitable case of fraudulent issue, would throw a 
shadow upon the private credit of the citizen, as well as on 
the public credit of the State. The remedy is desperate, and 
of itself would be productive of evils not readily to be fore- 
told ; the life of the patient might be saved, but its continu- 
ance would be attended with pain and distress. 

These considerations appear to have produced their wise 
result. The acknowledged creditors, to such an extent in 
numbers and amount as practically to represent the whole, 
agreed to meet the emergency. This appears to have been 
after'the fullest consideration of the condition and resources ` 
of the State. They agreed.to release all past interest, tc 
postpone till January, 1877, the payment of any interest, and 
then to allow it to be paid for five years at the rate of only 
two per cent., and allow the State to husband her revenue to 
retire the domestic obligations, and yet meet the requirements 
of the constitution in regard to public schools. The imme- 
diate result to the State was a release of nearly $1,300,000 of 
present liability, and here is the key tothe proposed settle- 
ment. f 

With this release of $1,300,000 in bonds, the possibility of 
retiring the contingent liability presented itself, and negotia- 
tions for that purpose were begun. By far the largest amount 
of that class arose from the connection of the State with the 
Alabama & Chattanooga) Railroad Co. ` A portion of this last 
consisted of straight bonds for $2,000,000 loaned to that com- 
pany. This last was the most suspected of all this class of 
debt—but against its payment the State held counter bonds 
and a mortgage executed by that corporation upon lands and ` 
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other property which had been acquired by it from Congress, 
and from sources other than furnished the State. Of course 
the State had no independent title to these securities; of 
right they should be used for her indemnity, and in payment 
_ of the debt for which they had been pledged. It was found 
that this use could be made of them, and the return of said 
bonds ot the State could be effected. This arrangement has 
been made with ån agent of these bondholders, and so that 
large amount has been agreed to be returned to the State, 
while the repayment of the interest heretofore paid on this 
amount by the State is to be secured by a percentage on the 
sales of the lands, which the State agrees to release for the 
benefit of those bondholders. 

The remainder of the liability on account of this railroad 
company, consisted of the State’s indorsement of that com- 
pany’s bonds. The aggregate of this liabilty was some 
6,000,000 to 7,000,000 of dollars. The State, by its authori- 
ties, has heretofore passed upon the extent of this liability, 
and on the theory of a valid liability had,‘at one time, taken 
possession of the railroad and property of the company. 
The commissioners appear to have felt bound by this action 
of the State, and in the judgment of your committee, they 
ought not to have done otherwise. A very strong prepriety 


- had thus been placed upon the State to deal with this subject 


on the basis of an existing liability of the State, and particu- 
larly in view of the undeniable fact, that the possession and 
management of this property had proved disastrous to the 
securities of the State, and injurious to the holders of the 
bonds, which were, equally with the State; protected by liens 
upon that property. ‘ 
Negotiations upon this subject were opened with the hold- 
ers of these bonds—fortunately the litigation in the courts 
on this property, and in relation to the rights and liens upon 
it, was approaching its conclusion; and all parties could then 
see the matter with less obscurity than at any former time. 
The result of this negotiation has been reported by the commis- 
sioners, and it appears that the State can be relieved from all 


further entanglement with these questions by assuming a debt 
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of one million of dollars, at a present rate of interest for five 
years of two per cent., to be increased with time to four per 
cent. per annum. . ' 

This arrangement brings the settlement of all liability on 
the part of the State for the A. & O. R. R., considerably 
within the amount released to the State by the holders of its _ 
acknowledged and undisputed debt for accrued interest. 

The State is still liable upon other direct bonds issued by 
it under the act of 1873, and substituted for its indorsement 
liability of $16,000 per mile of other railroad companies. 
This substituted liability is at the reduced rate of $4,000 per 
mile. The aggregate of this substituted direct liability is 
$1,192,000, or one-fourth of its original liability upon indorsed 
bonds. The commissioners report that they have reason to 
believe this-liability can be further reduced to the aggregate 
of $596,000 or $2,000 per mile, by the use of new bonds. 
This amount, added to the $1,000,000 assumed for the A. &C. 
Railroad on account of indorsements for. that company, will 
be but little in excess of the amount released to the State by 
its acknowledged creditors, but if considered in connection 
with the saving secured. by the reduction of future interest, is 
far short of the saving made to the State by these conces- 
sions. ; l 

Tf this can be effected, the State will be forever relieved of 
all entanglements with their railroads, and occupy the posi- 
tion, that ought never to have been abandoned, of entire free- 
dom from all private enterprises. Your committee see so 
much advantage to the public interest in thus severing this 
unhappy and injurious connection with these railroad com- 
panies, that they recommend the suggestion be approved. 

This will-leave open for future settlement, the liability of 
the State upon outstanding indorsements for five other rail- 
road companies. It is probable an early settlement will be 
made with one of these companies, favorable to the State; 
your committee recommend that this unsettled matter be left 
with the commissioners to adjustment. They have shown 
themselves abundantly able to deal with these questions with 
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wisdom and judgment. Your committee believe the subject 
could not be confided to safer hands. 
` Your committee have regarded the settlement proposed by 
the commissioners as a whole. Perhaps, if left to themselves 
alone, they might be disposed to vary the details of the 
scheme, but viewing it as a whole they recommend that it be 
adopted. If, on further inquiry, it be found that in minor 
matters of detail it can be improved, the subject can be pre- 
sented by the commissioners at the next meeting of the Gen- 
eral Assembiy, with such suggestions, as further inquiry and 
- further knowledge may enable them to present. 

The bill herewith submitted provides for the issue of three 
classes of new bonds, in the aggregate amounting to $8,596,- 
000, to be used and applied as indicated in this report, and 
more fully explained in the report of the commissioners. 

The issue and application of these bonds are guarded with 
strict conditions, to prevent abuse of the power conferred by 
the act, and insure the fulfillment of the object intended, as 
well as to secure accuracy in the moeores which are to be kept 
of the transactions. 

The bill also contains enactments to carry into effect the 
provisional contracts entered into with the representative of 
the holders of the bonds connected with the A. &. ©. R. R. Co., 
and secure to all parties their rights in the premises. By its 
terms the provisions for the sale of the lands and property 
transferred by the State in discharge of its liability upon the 
$2,000,000 direct gold bonds, and the application of the pro- 
ceeds to the persons entitled, and the assurance of title to 
bona fide purchasers on sales heretofore made are to be car- 
ried into effect through the agency of trustees, so that judi- 
cial control of the subject will always exist for the protection 
of all parties in interest. 

Your committee feel justified in expressing the belief that 


this settlement, if adopted, will prove a large step in the di-. 


rection of raising the State from her present depression. The 
recovery will probably not be rapid, but it will be sure, and 
will be greatly assisted by the sense of relief and hope our 
people will feel from the combined operation of the new con- 
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stitution forbidding the creation of new debt, and of the set- 
tlement, which insures the certainty of this retirement of the 
old, with accelerating speed and comfort, as the prosperity of 
the State shall be established. 
All of which is respectfully submitted. 
| P. HAMILTON,: 
Ch’n Senate Com. ; 
D. C. ANDERSON, 
for House Com. 
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Carrot, Feb. 5, 1876. 

As a member of the committee, I dissent from ‘the report 
of the committee so far as it recommends a settlement of the 
contingent liability of the State on account of its indorse- 
ment of the bonds of the Alabama & Chattanooga Railroad 
Company, as well as to the bonds issued by the State to rail- 
road companies to the extent of four thousand dollars per 
mile. 


J. J. ROBINSON. 


